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I. INTRODUCTION
Banking in Indonesia has a huge opportunity to expand extensively due to the huge market size, which has not been optimally managed. This regards is in accordance to the government programs to expand the banking service in the entire regions in Indonesia. One of the duties of the bank in Indonesia is to broaden the branch as wide as possible in order to get closer access to the customers and to escalate the banking service in the entire region in Indonesia. The branch opening has become the main priority in banking industry to be inclusive in the society.
Bank industry has such an essential role in economic growth. The economic growth history in Indonesia shows that the economics in this country moves forwards along with the banking industry. The economy in Indonesia is a bank-based economy, which is an economy that is depending on the existance of banks as the source of funding. Therefore, the efforts to strength a healthy, efficient and contributive bank system to the economy is the essential key of success in maintaining sustainability of the national economy development.
An economic crisis in 1997 was an incredibly substanstial lesson to the bank regulators in Indonesia regarding to the importance of the prudential regulation in managing banking system. Subsequent to the economy crisis in 1997 -1988, there was a significant change of bank quantity in banking industry. There were 208 banks in 1998, which has decreased to 130 banks in 2006 and keep plunging to 121 in 2009 as it is shown in Table 1 . The degradation of the bank quantity was caused by the repeal in bussiness permit and bank merger. The consolidation process through an effort to strengthen the capital and merger is expected to continue along with the program in Indonesia Banking Architecture, which was published in January 9th, 2004. Indonesia Bank Architecture (API) is a comprehensive framework basic system of banking in Indonesia and the one that provides guidance, form, and banking industry order in the period of five to ten years. The direction of regulation in the development of banking system in the future that has been defined by API was underlied by the vision to achievea heallthy, strong and efficient banking system to stabilise the banking system in order to boost the national economic growth. After the occurence of the global crisis in the financial sector in 2008, banking industry in Indonesia has not shown any responses towards this policy although Bank Indonesia has cut its rate to bank reference rate interest. It means that the bank as an intermediation institution still shows unwillingness to distribute its credit with a low rate of credit interest that inflicting the difficulty to the real sector to carry out its roles because of the obstacles from the financial factor. When Indonesia banking is in imperfect competitive market structure, the national general Banks would not be motivated to increase their efficiency. One of the inefficiency in banking industry is reflected in the level of ratio comparation between the operating costs to operating income (BOPO). According to Table 2 , the data that shows that the BOPO banking mean is still above 80%, whereas banking efficiency is a very important medium for the effectiveness in monetary policy considering that banking industry as the transmision in monetary policy in real sector. On the other hand, banking sector maintain a huge numebr of margin in order to obtain profit or supernormal benefit that can be seen inteh data in Table 2 , which showing the high rate of Net Interest Margin (NIM), which is far above 5%, which in fact is the highest compared to NIM in other countries in ASIA, while the ideal NIM score is ranged between 3-5 percent according to PjS. Bank Indonesia Governor, Darmin Nasution. It shows that, as business entity, banking in Indonesia attempted to maintain the high spread of credit rate interest with interest rate as the profit maximation behaviour strategy. The main problem that is considered as an important key to do in teh current research in the fact that banking industry in Indonesia is considerably inefficient as it is still focus to build the branch office path instead of improving the banking access to the society. That ineficiency becomes a problem that will be faced by the Banks in the future implementation of MEA in 2015, MEA finance in 2020. According to the data from Bank Indonesia, in order to serve 250 millions population in Indonesia, the banks are suggested to focus on expanding branch offices. Out of 18 thousands offices add 7,000 automatic teller machine (ATM), plus 4,000 BPR, bamks in Indonesia is only capable of accessing 20% productive society, which is equal to 30 millions lives. It can be suggested that Indonesia is still far behind the other countries, such as Malaysia and Thailand. The main problem is located in the office opening investment that is higher than the increase of information technology access. Thailand, which only has 33 banks and 56 thousands branch is able to reach 73% of its community. As well as Malaysia with only 15 thousands branch offices, it could have banking scope until 66% of its productive ages population.
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The interesting issue in Indonesia Banking is although BOPO has not been able to be efficient and is really eager to open lots of branch or network and increase the number of employee, but the profit that has been succesfully achieved by Indonesia Banking is considered as the highest compared to the other ASEAN countries.
Therefore, an analysis regarding the branch expansion and number of employee towards the banking performane in Indonesia, hence the link between the escalation of the number of branch and employee in banking efficiency (BOPO), credit distribution (loan to deposit ratio/ LDR), problematic funding (non performance loan/NPL), the amount of net interest margin (NIM) in the rentability (return on asset/ROA) and (return on equity/ROE) banking industry in Indonesia to use Path Analysis as the objective in this research.
The result form the analysis is expected to provide the answer whether the effect of the branch opening and the increase of employee number in banking industry performance, and also explains whether the main cause of the banking inefficiency in Indonesia is due to the bank focus is in developingteh branch offices network and the increase of the number of employee at the same time, considering that the previous matters will be the potential problem in banking industry in implemeting MEA 2015 and MEA finance in 2020.
II. THEORY
The current study is investigating the role of branch opening strategy towards bank performance.; measured using numbers of performance indicators encompassed profitability, rentability, liquidity, risk management and managemenet productive activation skills. The first part of this chapter will discuss bank performance indicators that will be used. Furthermore, Theoretical model development will be applied in order to investigating the link between branch opening towards bank performance.
Banking Performance
Variabel return on asset (ROA) represent bank profitability, as return on equity (ROE) and return on capital (ROC). ROA is seen as the most approporate variable, which describing bank industry profitability (Berger, 2009 ). The ROA ratio formula is Laba excluded tax within the last12 months/Mean activa during the similar period (accordign to SE BI No. 30/2/UPB 30 April 1997) with percentage (%).
The second bank performance parameter is rentability ratio (earnings). The success of a Bank is based on the quantitative appraisal towards bank rentability can be measured by using operational cost ratio towards operational income or BOPO (Kuncoro & Suhardjono, 2002) . Bank Indonesia defines the best ratio for BOPO ratio is below 90%, because if BOPO ratio exceeded 90% reaching to 100%, then it means that the bank runs the its operation inefficiently. In 2013 BI published BOPO ratio policy based on Bank Umum kelompok usaha (BUKU). Maximum BOPO BUKU I is 85%, BUKU II is approximately 78%-80%, BUKU III 70%-75% and BUKU IV 65%-60%. Dendawijaya (2003) stated that operational cost ratio that is used to measure the level of efficiency and the bank capability in executing its operational activities. Ratio BOPO is often called as efficiency ratio that is used to examine a bank management capability to manage the operational cost towards operationl income. The smaller the ratio the more efficient the outcome of the operational cost from the bank (Almilia & Herdiningtyas, 2005) .
BOPO is calculated from the ratio between operational cost towards operational income (SE BI No 6/73/INTERN DPNP 24 December 2004). The operational cost is summed based on the the total sum of interest expense and the total of the other operational cost. Operational income is the sum of the total interest income and the other operational incomes.
Liquidity is the third bank performance indicator. In this regards, Loan to Deposit Ratio (LDR) can be used to evaluate a bank liquidity by dividing the credit amount with the funding amount (Almilia & Herdiningtyas, 2005) . Loan to Deposit Ratio (LDR) represent a bank capability in providing funding to its debitur from the "Modal" that is owned by the bank or funding that can be collected from the community/society. Dendawijaya, Lukman (2003) , Loan to Deposit Ratio (LDR) states to what extent a bank capability in repaying the funding withdrawal by the deposan, by realying on the credit that has been given as its liquidity sources. The higher teh LDR shows thte indication, the lower the bank's liquidity capability. This problem occurs becasue the amount of funding that is needed to fund the credit grows bigger.
The capability to manage the risk is also an important indicator for bank performance. Spesifically according to Bank Indonesia policy No. 5, year 2003, risk is a an event that is potentially harmful and damaging. Hence, due to the significant development of Bank Indonesia policy circumstances in internal and external banking, one of the risk in banking is the credit risk, which is defined as: an emerged risk as the cost of the counterparty failure to fulfil its obligation. Credit risk is a risk that is caused because the bank dispense its funding in a form or loan to the society. Accordingly, there is a possibility that the debitur would not fulfil their obligation to the bank such as loan principal payments, interest payments, etc. Teh failur of those obligation fulfiment by the bank customer that can bring the harm to the bank because the previous unaccepted payment has been predicted. Accordingly, in order to run a bussiness it is important to anticipate the possible risks that is likely to emerge. The management needs to minimise the risk that is likely to occur in managing/organising production factors, source funding, and investment risl ratio, credit risk ratio, capital risk ratio, deposit risk ratio and interest risk ratio. The measurement is essentially connected to return measurement because bank face the possible risk that might occur in order to get the return. Credit management is an important thing in a company, which is operating in providing credit as the bigger the credit the bigger the risk. Therefore, should a bank is in condition of high NLP then it will enlarge both the cost of backup productive activa or any other cost that result in emerging the loss for the bank. NPL is calculated as ratio from the amount of the problematic credit towards total credit (Kasmir, 2006) .
The capability of bank management constitutes important indicators that has to be considered in this paper. Net Interest Margin form the ratio that represent the capability of the bank management in organising its productive activa in order to produce the net income interest. The bigger the ratio cause an increse in income interest from the productive activa which minimise the problem that is likely to occur in the bank (Almilia & Herdiningtyas, 2005) Rose P (2002) explains that Net Interest Margin indicates how well the capability of the bank management and employee in obtaining the income (particularly from credit and invesment) compared to the cost (that basically comes from the deposite interest). Koch and Scott (2000) emphasis the importance Net Interest Margin to evaluate bank competence in managing risk of rate interest. The change in rate interest will also alter the interest income and the cost of bank interest. For instance, when the rate interest increse, both the income interest and the cost interest will also increase because some assets and the bank obligation will be valued in a higher level.
Net Interest Margin (NIM) is calculated as a ratio from the net interest income towards activa productive. The net interest income is obtained from the difference of interest income and interest expense. Activa productive constitutes an bank funding invesment in IDR or in foreign exchange in credit, important documents, the funding placement among banks, equalisation, including commitment and contingency in account administration transaction. 
Development of the Theoretical Model
The theoretical model that will be developed is presented in the path diagram below: 
III. METHODOLOGY
The empirical model that is applied within the current study adopts path analysis. path analysis is a developing technique from multi linear regression. This technique is used to examine the percentage of the contribution that can be seen from the path coefficient in each path diagram from the causal link between variabel X1 (the increase of branch numbers) and X2 (the increase of the number of employee) towards the ratio change Y1 (BOPO), Y2 (LDR), Y3 (NPL) and (Y4 (NIM) and also its impacts to the ratio change Z1 (ROA) and Z2 (ROE). Path analysis is a technique that is applied to analyse the causal realationship that is occur in multiple regression if the independent variable affects the dependet variable either direct or indirectly (Robert D. Retherford, 1993) .
Data
The data population wihtin the current study is taken from all of the bank Indonesia from 2011 tp 2012. There are 120 Bank in Indonesia during that period. The data between 2011 adn 2012 were compared in delta (∆) X1, X2, Y1, Y2, Y3, Y4, Z1 and Z2. It is intended to show the holistic desctiption about the effect of teh increase of the branch and employee numbers within the entire banks in Indonesia either it is persero bank, devisa and non devisa bank, regional development bank (BPD), foreign or mixed and syariah bank towards each bank performance. Bank perkreditan rakyat (BPR) is excluded from the analysis considering the small scale adn the limited operational of BPR. The data source of the branch and empoyee numbers, as well as bank industry performance in Indonesia, which constitute secondary data from Ifobank Research Bureau throughout the period of 2011-2012.
The data calculation that has been tabulated in microsoft excel program is a ready-touse data to be exported to Amos ver.18.0 software program for the further steps of analysis, which is descriptive statistic analysis and the causal effect between varaibles by using Path Analysis. Independent variable in the current study is delta (∆) the number of branch is called the number of branch and ∆ number of employee is called number of employee (X2). Whereas, the dependent variable is ∆ BOPO ratio is called as BOPO (Y1), ∆ LDR is called as LDR (Y2), ∆ ROA is called as ROA (Z1) and ∆ ROE is called as ROE (Z2). The descriptive statistic that will be discussed encopmasses the standard deviation on each variable both dependent and independent variables as shown in the 
Data Analysis Technique
The empirical model that will be developed will be analysed by using Path Analyis. The use of Path analysis allows the current study to analyse a more complex empirical model and constitute an elaboration of multiple regression. Path analysis model is applied in analysing the pattern of the link between variables within the current study in order to discover both the direct and indirect effects of independent variables on the dependent variables. Independent variables in the current study are ∆ the number of branch (X1) and ∆ numbe rof employee (X2). Whereas, the dependent variables are the ratios of ∆ BOPO (Y1), ∆ LDR (Y2), ∆ NPL (Y3), ∆ NIM (Y4), ∆ ROA (Z1) and ∆ ROE (Z2). Path analysis is an elaboration of multiple regression, hence the prerequisites and the examinations in multiple regressions is also applied in path analysis.
Assumption Test of the Model Accuracy
Wihtin the path analysis model, the link between variables is linear and additives. The Linearity test used curve fit and applies parsimony principles, which if the curve fit and parsimony are applied and all of the models are siginificant and not significant, means that the model is linear.
1. Only recursive model can be considered, which is only one way causal flow system, while path analysis cannot be applied within the model that contain reciprocal causal.
2. The observation is done without any flaws/mistakes (the instruments are valid and reliable) 3. The model analyzed is specified according to the relevant theories and concept.
Validity test
Following to the assupmtion tests, there are validity indicators in path analysis, which is the total determinant coeficient from the data varieties that can be calculated with teh formula below:
where variable X (capital) is the raw variable that has not been standardised (unstandardised) while variable x (lowercase) is a standardised one. If the variable has been standardised, hence the amount is (sum) ∑ x i = 0 and varians as well as its standard deviation S 2 x1 = S xi = 1. By applying regression that has been standardised, the standardised regression coefficient can be obtained. This test is similar with the determination coeffiecient (R2) interpretation in regression analysis, which the determination coeffiecient (R2) shows how much the change varians of the independent variables that consists of the number or branch and employee, as well as explaining the varians of the dependent variable change. Coefficient determinant (R2) is equal to 1, means that teh independent variable has significant effect of dependent variable. The score (R2) ranged from zero (0) and one (1) (0≤ R² ≤1), which is the closer to score to 1, means that the model compatibility is enough to explain the dependent variable.
Parameter Prediciton of Path Analysis Coefficient
Parameter prediction is implemented more within the path coefficient calculation. Coefficient calculation on the path diagram picture for the one way arrow → is usedin regression calculation with the standardised data, parsiil on each equation. In path analysis, there is not only direct effect but also indirect as well as the total effect. Beta coefficient is called as path coefficient constitutes a direct effect while indirect effect is obtained by multiplying the beta coefficient from the variable that is passed. The total effect is calculated by add up the direct effect adn indirect effect. It can be seen in the table above that the calculated Chi-Square score is 37,433 and teh probability score is 0,000. The calculated Chi-Square score is bigger than the Chi-Square table score (37,433 > 14.067) or the probability score, which is smaller than alpha 5% (0,000 < 0,050) defines the hypothesis H 0 is rejected, which is the covariant matrix sample is different from the covariant matrix estimation or it may be suggested that the model applied is appropriate or marginal fit.
IV. RESULT AND DISCUSSION
According to the RMSEA 0,199 which is bigger that 0,080 and AGFI score as much as 0,635 which is smaller than 0,900, hence it can be concluded that the model is appropriate enough or marginal fit. Whereas, based on GFI as much as 0,929 which is bigger than score 0,900 shows that the model applied is good or model fit.
V. CONCLUSION
According to the result and data analysis, it can be suggested that the increased number of the branch and employee in Indonesia banking industry does not have any significant effect to the change of BOPO, LDR, NPL, NIM, ROA and ROE ration in 2011-2012. As the matter of fact, banking industry performance in the period of 2011-2012 is not affected by the increased number of branch and employee, it proves that inefficiency in banking industry is considered as one of banking performance indicators, which is not the main thing caused by the increased number of the branch and employee. Further research is needed related to the funding that dominates the banking inefficiency in Indonesia.
Referring to the conclusion above, it is suggested to most of the policies in huge banking industry to open new branches in order to proved a better service to the customer and improve the extent of the service through the entire region in Indonesia, hence the banking access percentage to the productive community correctly. Considering that the investment cost does not affect the performance of the banking industry. Nevertheless, the banking access expansion (inclusive) for the productive community utilises the advanced information technology as it is used by branchless banking with a more efficient cost can be applied. The expansion of the service to the entire region in banking industry in Indonesia will be extremely essential to the implementation of MEA in 2015 and MEA Finance in 2020.
